ASSOCIATION OF BAY AREA GOVERNMENTS Q

Representing City and County Governments of the San Francisco Bay Area

ABAG

Housing Methodology Committee

Bay Conservation and Development Commission (BCDC)
50 California Street, 26th Floor
San Francisco, CA

Meeting — June 29, 2006
10:00 a.m. - 12:00 noon

Time (approx.)

1. CALL TO ORDER/INTRODUCTIONS

2. PROJECTIONS 2007 45 Minutes
Staff presentation on the “assumptions” in Projections 2007 and the
impact on RHNA. Committee discussion and feedback.

3. DATA SURVEY 30 Minutes
Staff presentation on the survey form and process. Committee discussion
and feedback.

4. Regional Housing Need Number 30 Minutes

Staff report on how Department of Housing & Community
Development determines the region’s housing need number.

5. Subregions 15 Minutes
Staff report on informational meeting on subregions and open issues.
Committee discussion and feedback.

6. Public Comment

7. Adjournment

Post - Meeting Lunch (Committee Members only): Noon —12:45 p. m.
Mailing Address: P.O.Box 2050 Oakland, California 94604-2050 (510) 464-7900 Fax: (510) 464-7970 info@babag.ca.gov

Joseph P. Bort MetroCenter 101 Eighth Street Oakland, California 94607-4756



ASSOCIATION OF BAY AREA GOVERNMENTS Q

Representing City and County Governments of the San Francisco Bay Area ABAG
MEMO

To: ABAG Executive Board

From: Paul Fassinger, ABAG Research Director

Date: July 1, 2006

Re: Projections 2007: A Policy Based Forecast

Requested Action: Approval of Staff Recommended Forecasting Assumptions for
Projections 2007

Summary

The staff is asking the Board to adopt some comprehensive forecast assumptions for Projections
2007 at an early stage in the modeling process. The assumptions serve as a general guide for the
forecasting, particularly in regard to regional policies. Similar forecast assumptions were
approved by the Board for our earlier Projections 2003 and Projections 2005. Setting these
general policy assumptions provides the necessary direction for the forecasting process.

We expect to bring refined information on our monitoring efforts to the Board at its September
meeting. This refined information is being developed with technical advisory committees of the
Focusing our Vision and Regional Housing Needs Allocation efforts and verified through work
we are currently undertaking with local jurisdictions.

Forecast Parameters:

(1) Some changes to the basic forecast are needed. Updated information on employment
suggests that the rate of job production since 2000 has been slower than expected. As a result the
forecast of employment in 2005 is lower, and the overall growth in employment is less than in
the previous forecast.

(2) Smart Growth policies assumptions should be consistent with information obtained
from ABAG’s monitoring efforts. In previous forecasts the Board has approved the assumption
that smart growth changes to land use patterns that would begin to gradually occur after 2010.
Some support for this concept came from a survey of local jurisdictions performed by ABAG
staff in spring 2004, where local jurisdictions provided information about smart growth policies.

While that survey was a useful tool, more specific information was needed in order to compare
the Projections forecasts to existing land use and land use policies. That information is being
developed through ABAG’s monitoring program.

Mailing Address: P.0.Box 2050 Oakland, California 84604-2050 (510)464-7900 Fax:(510])464-7970 info@abag.ca.gov
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In response to the policy based forecasts that ABAG began producing with Projections 2003, the
Federal Highway Administration and EPA entered into a staff agreement with ABAG and MTC.
Their concern was to insure that the policy assumptions for the Projections forecast were
reasonable, and compared to trends and policies at the local level. As that agreement has
evolved, ABAG is providing general comparative information at a regional level, and specific
comparisons of forecasts with local plans and policies for 21 transit corridors across the region.

In order to undertake this effort, ABAG is constructing a GIS database that includes general and
specific plans for all of the local jurisdictions in the region. The database currently includes the
detailed general and specific plan information. The linkage to GIS shape files will be completed
this summer.

Even after the data is complete, some additional tasks remain. In particular we must work with
local jurisdictions to verify local plan information and compare it to land use assumptions and
results from the Projections 2005 forecast.

While additional consultation and analysis need to take place, our preliminary results indicate
that it is appropriate to assume more development near transit and in existing urban areas
beginning in 2010 and gradually concentrating a higher percentage of development in those areas
over the forecast period. In specific areas it is appropriate to assume higher levels of
concentration, and in some, lower levels of concentration.

ABAG is also working with local jurisdictions to identifying changes to existing land use,
significant policy changes, and significant errors in the previous data. Information is now
available to existing land use in 2005. Policy changes like new general plans, or the designation
of redevelopment areas should be considered. Significant errors related to

(3) Current levels of housing production (20,000 to 25,000 units annually) are assumed to
continue throughout the forecast period and an increasing percentage of production will be
in multifamily housing, although this level of growth will not achieve regional jobs housing
balance during the forecast period. This is consistent with previous forecasts assumptions of
additional production over “base case” levels. It was assumed that policies to promote housing
production would counteract changes in the demographics underlying housing demand (aging
population). The development pattern is expected to generally reflect the “network of
neighborhoods” concept. Like other assumptions, the rate of housing production will be
compared to planning information from local jurisdictions.

(4) Staff should work with the Housing Methodology Committee and the Focusing Our
Vision’s Technical Advisory Committee to develop information and consider that
information in our modeling for Projections 2007. ABAG staff is working with these
committees to develop specific information that will affect regional assumptions about growth
patterns, and the potential for growth in specific jurisdictions. This information should be part of
our forecasting process, even if it is not eventually used in these other efforts, or if it is not
completely developed for these processes.



ASSOCIATION OF BAY AREA GOVERNMENTS Q

Representing City and County Governments of the San Francisco Bay Area ABAG
MEMO

To: ABAG Housing Methodology Committee

From: Paul Fassinger, ABAG Research Director

Date: June 22, 2006

Re: RHNA Survey Concepts

Summary

At the previous meeting we discussed the required survey of local factors. It was the sense of the
committee that it was important to conduct the survey and that local jurisdictions would be
willing to make the effort to provide the information for this process. At the same time, the
committee indicated that ABAG should provide draft information for any factors where it is
available and set specific guidelines for the type of information that would be useful.

The staff would like to propose that the committee discuss factors using the draft information
and delaying the survey to better coordinate it with local jurisdiction’s review of Projections
2007 forecasts.

The staff would also like the committee to begin discussing whether some factors are more
appropriately included in the methodology for the Projections 2007 forecast as opposed to
including that information in the RHNA methodology.

Factors Where Draft Information is Available from ABAG

(1) Existing and projected jobs housing relationship

ABAG could provide the number of jobs and number of households from our most recent
forecast for 2005 in order to describe the relationship.

(2) The distribution of household growth...and opportunities to maximize the use of public
transportation and existing transportation infrastructure.

ABAG could provide maps of key transit areas with a %2 mile area designed around corridors or
stations.

(3) The market demand for housing

ABAG could provide data on housing construction for 2005-2006 from the Department of
Finance’s most recent estimates.

Mailing Address: P.O. Box 2050 Oakland, California 94604-2050 (510)464-7900 Fax: (510) 464-7970
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(4) Agreements between a county and cities in a county to direct growth toward incorporated
areas of the county.

ABAG could provide the information we have on agreements for county growth to occur within
city jurisdictions.

(5) High Housing Cost Burdens

ABAG could identify estimates of household income and recent housing costs in local areas.

Factors Where Local Areas Probably Have Superior Information

(1) Opportunities and constraints to development in each member jurisdiction
The law outlines several particular categories including:

(a) Lack of capacity for sewer or water service due to federal or state laws, regulations or
regulatory actions, or supply and distribution decisions made by a sewer or water service
provider other than the local jurisdiction that preclude the jurisdiction from providing necessary
infrastructure for additional development during the planning period

(b) The availability of land suitable for urban development or for conversion to residential use,
the availability of underutilized land, and opportunities for infill development and increased
residential densities...

(c) Lands preserved or protected from urban development under existing federal or state
programs, or both, designed to protect open space, farmland, environmental habitats, and natural
resources on a long-term basis.

(d) County policies to preserve prime agricultural land, as defined pursuant to Section 56064,
within an unincorporated area.

(2) The loss of units contained in assisted housing developments.

(3) Needs of Farmworkers

(4) Other Factors to Consider

Schedule

The staff is proposing that we delayed the survey to August, and allowed jurisdictions to respond

until the end of September. This would avoid summer vacation schedules, and would allow us to
coordinate response to the factors with responses for the draft Projections.



The committee could still discuss the desirability of including this data in the methodology,
particularly since there is draft information on a number of the factors. A delay in the survey
would not prevent the committee from discussing whether there is a need to include the factors in
the methodology, or in the Projections 2007 forecast.



Regional Housing Needs Allocation

The Subregional Option
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ABAG convenes informational meeting on
RHNA Subregions — June 16

50 attendees, 4 staff, 1 computer

Many seek an A/B comparison of the
allocations under ABAG and under a
subregion

Some believe subregions will yield a
“Better” allocation



ABAG Will Conduct the Regional

Housing Need Process (RHNA) for Bay
Area

Local Governments May — But Are Not
Required to — Form Subregions

ABAG WiIll Delegate Responsibility for
Conducting RHNA at the Subregional
Level (SUbRHNA) to Subregions If they
Form.

ABAG Will Continue to Conduct RHNA
for the Balance of the Region



gy ABAG Is Required to Allocate a Share
of the Regional Housing Need —
Including Affordability Categories - to
Each Subregion in a Proportion
Consistent with the Distribution of
Households Assumed for the
Comparable Time Period of the
Applicable Regional Transportation
Plan.
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Subregion Is Required to Use Data
Developed by ABAG — Otherwise It
Will Conduct SUbRHNA On Its Own

Each Subregion Is Required to Fully
Allocate its Share of the Regional
Housing Need to Local
Governments within the Subregion.

ABAG WiIll Allocate Subregion’s
Share if Subregion Fails — Method
TBD



Formation of Subregions -
Who?




Govt. Code Section 65584.03(a) States.:

At least 28 months prior to the scheduled housing element
update required by Section 65588, at least two or more cities
and a county, or counties, may form a subregional entity for the
purpose of allocation of the subregion's existing and projected
need for housing among its members in accordance with the
allocation methodology established pursuant to Section
65584.04. The purpose of establishing a subregion shall be to
recognize the community of interest and mutual challenges and
opportunities for providing housing within a subregion. A
subregion formed pursuant to this section may include a single
county and each of the cities in that county or any other
combination of geographically contiguous local governments
and shall be approved by the adoption of a resolution by each
of the local governments in the subregion as well as by the
council of governments.



Does this Mean:

At least two or more cities and a county, or
counties may form a subregion and

A subregion may include a single county
and each of the cities in that county and

A subregion may include any other
combination of geographically contiguous
local governments?

ABAG Will Conditionally Defer to Local
Governments’ Judgment on this Issue



Formation of Subregions -
How?



< Each Local Government in Subregion

O 0O

Adopts Approving Resolution
ABAG Adopts Approving Resolution

Subregion Makes Decisions Based on
“rules adopted by the local governments
comprising the subregion or shall be
approved by vote of the county or
counties, if any, and the majority of the
cities with the majority of population
within a county or counties.”



Department of Housing & Community
Development (HCD) Timeline

Schedule for ABAG Regional Housing Needs Allocation
Regional Alloca@ion Deadlines

ation Deadlines if Subregional Option Used

April 30 ABAG/HCD consultation on region’s share of statewide housing need
[65584.02(b)]
June 30 ABAG requests information from jurisdictions for developing methodology
[65584.04(b)(1)]
August 31 Deadline for creating subregional entities [65584.03(a)]
December 31 ABAG develops a proposed methodology [65584.04(a)]. December 31 The subregion develops a proposed methodology [65584.04(a)].
Start of 60-day public comment period about methodology [65584.04(h)]; Start of 60-day public comment period about methodology [65584.04(h)];

must include at least one public hearing [65584.04(c)] must include at least one public hearing [65584.04(c)]

S 2007 i

January — ABAG adopts a final methodology [65584.04(h)] January — Subregion adopts a final methodology [65584.04(h)]
March March
March 1 HCD determination of regional housing need [65584.02(a)(1)]

May 1 ABAG determination of housing need assigned to each subregion. At least

one public hearing must be held prior to allocation [65584.03(c)].

Prior to ABAG issues DRAFT RHNA [65584.05(a)]. Prior to Subregion issues DRAFT RHNAs [65584.05(a)].
June 30 June 30
Prior to ABAG reviews DRAFT RHNAs of subregions for compliance with Gov. Code Sec. 65584.03(d); if noncompliant, ABAG completes allocation process for affected jurisdictions
June 30
Prior to Local jurisdictions may request revisions to DRAFT allocation Prior to Local jurisdictions may request revisions to DRAFT allocation [65584.05(b)]
August 31 [65584.05(b)] August 31
Prior to ABAG responds to revision requests (within 60 days of submittal) Prior to Subregion responds to revision requests (within 60 days of submittal)
October 31 [65584.05(c)] October 31 [65584.05(c)]
December — Local jurisdictions may appeal DRAFT RHNA (60 day period) December — Local jurisdictions may appeal DRAFT RHNA (60 day period)
February February

(::ontlnuatlon of 60 days for Local jurisdictions to appeal DRAFT RHNA January- Feb. Continuation of 60 days for Local jurisdictions to appeal DRAFT RHNA

Janu;ry- Feb.

January — April  ABAG public hearing on appeals (within 60 days after deadline for filing January — April  Subregion public hearing on appeals (within 60 days after deadline for filing
appeal) [65584.05(e)]. appeal) [656584.05(¢)].

February — ABAG issues FINAL RHNA proposal (within 45 days of end of 60-day February — Subregion issues FINAL RHNA proposal (within 45 days of end of 60-day

April appeals period) [65584.05(f)]. April appeals period) [65584.05(f)].

February — ABAG public hearing to adopt FINAL allocation (within 45 days of issuing February — Subregion public hearing to adopt FINAL allocation (witr]in 45 days of .

June final allocation) [65584.05(h)]. Submit adopted Final Allocation to HCD. March (prior to  issuing final allocation) [65584.05(h)]. Subregions submit FINAL allocations

ABAG's) to ABAG

August HCD completes review of FINAL RHNA [65584.05(h)]

June 30 Adopted Housing Element updates due to HCD, preceded by submittal of draft elements

Notes: This task schedule supercedes the due dates that would be applicable if the pro were to be impl d pursuant to Section 65584 rather than pursuant to Section 65584.02. The planning
period for the housing element updates will be July 1, 2009 through June 30, 2014. The allocation period for the regional housing need for the ABAG region will be January 1, 2006 through June 30,
2014; these dates represent the date for which the most current estimates of local housing stock will be available from the Department of Finance (DOF), and the end of the planning period,
respectively.




Delegation Agreement
- Open Issues -




When Will Agreements Be Signed?

If Subregion Falls to Carry out SUDRHNA at any point
In the process, ABAG is Required to Allocate. Critical
points in SUbRHNA are:

(1) Adoption of Subregional Methodology

(2) Issue Initial Draft Allocations [Subject to ABAG Review]
(3) Issue Revised Draft Allocations

(4) Issue Final Allocations

What Methodology Will ABAG Use to Allocate If
Subregion Fails at a Critical Point?

Will the Methodology be the Same at all Critical
Points?

Will the Subregional Share be “Mixed” with the
Regional Share? Will this Decision be the Same at all
Critical Points?






" STATE OF CALIFORNIA -BUSINESS, TRANSPORTATION, AND HOUSING AGENCY GRAY DAVIS, Govemor

DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT Q.O‘)s‘
Division of Housing Policy Development s

. ) 3 v
1800 Third Street, Suite 430 g b 5
P. O. Box 952053 2 5
Sacramento, CA 94252-2053 64’% °°~
http://housing.hcd.ca.gov 2@y Df_\ﬁ\'
(916) 323-3176

October 18, 1999

Mr. Alex Amoroso, Senior Planner
Association of Bay Area Governments
P.O. Box 2050

Oakland, California 94604-2050

Dear Mr. Amoroso:
Re: Regional Housing Need Determination for ABAG Region

This is in response to concerns raised in your September 24, 1999 letter regarding our regional
housing needs determination for the ABAG region pursuant to Government Code Section 65584.
Each of your concemns is discussed below.

“Housing Need” vs. “Anticipated (Household) Growth™: You requested clarification of how our
determination of “housing need” is differentiated from the “anticipated growth” of your
projections. Unlike the growth projections ABAG prepares for other functional purposes, the
housing need allocation is to be founded on addressing policy objectives of State housing element
law, as described below. In accordance with the statutory provisions of Section 65584, our
projections are based on the (household) population projections produced by the Department of
Finance’s (DOF) Demographic Unit. Enclosed is a copy of the calculation spreadsheet.

State housing element law (Government Code Section 65580 et. seq.), of which the regional
housing needs allocation is a key part, is founded on the policy to “expand housing opportunities
and accommodate the housing needs of Californians of all economic levels.” The housing need
allocation provides the basis for local governments to update their land-use plans and regulations
to accommodate housing commensurate with their share of the region’s projected housing need.
It is not a projection of residential permit activity, nor are the local governments responsible for
actually building the projected housing need — only for accommodating that need. The actual
occurrence of development will be subject to market conditions and other factors. In contrast with
our understanding of your independent household projections, the size of the regions’ housing
need allocation is not constrained by local development policies that limit housing production or
the supply of existing residentially zoned or designated land.'

“The availability of suitable housing sites must be considered based not only upon the existing zoning ordinances
and land use restrictions of the locality but also based upon the potential for increased residential development

under alternative zoning ordinances and land use restrictions.” State of California Attorney General Opinion No.
87-206, 9-9-87.

Regitmal Homilng Needs Determination



Mr. Alex Amoroso
Page 2

HCD Approval of COG’s Allocation Methodology: Government Code Section 65584 addresses
your request for clarification of the need for our approval of the methodology ABAG uses to
allocate the regional housing need among jurisdictions. The statute requires COGs to “submit to
the department information regarding the assumptions and methodology to be used in allocating
the regional housing need.” It also authorizes our department to revise your allocation if
necessary for consistency with our determination, including the income distribution, after you
submit your plan to us for approval.

Basis for Projected Decline in Region’s Average Household Size: DOF’s Demographic Unit has
confirmed that the basis for the projected decline in the average household size is due to changing
age distribution of the region’s population. In particular, during the projection period:

1) the population under age 18 (most members of households, not householders) is growing at a
slower pace than the population aged 18 and over;

2) the population over 55 (which has the highest headship rates and smallest average household
size) grows by 2.5 times the overall rates, such that over-55-year-olds are projected to
comprise approximately 23 percent of the region’s 2006 household population, versus 20
percent in 1999; and

3) the population aged 25-34 (an age group which typically has one of he highest average
household sizes) actually declines.

Under these circumstances, the region’s average household size is likely to increase only if a
downward trend in headship rates were to be applied to the projection period.

Correlation Between Housing to be Built and Housing Affordability: Housing supply is a critical
influence on housing prices and affordability. Inadequate supplies of land designated for
residential development exert upward pressure on land costs and ultimately, on housing
affordability. The distribution of the housing need by income category has implications for local
development standards and programs to support the housing element objectives to provide for a
mix of housing types for all income levels and for programs to assist in the development of
housing for low and moderate income households. In general, the lower-income portion of the
housing needs allocation is facilitated by zoning and development standards that accommodate
higher densities in high cost areas, a mix of housing types, and pro-active program efforts to
pursue and utilize housing assistance resources, including cooperation with private-sector efforts.

Anseciation of Bay Area Governmernts



Mr. Alex Amoroso
Page 3

We hope this information is useful in our cooperative process of determining the regional housing
needs allocation for your region. If we can be of further assistance, please feel free to contact me
at (916) 323-3176.

Sincerely,

F Getved

Cathy g7 Creswell
Acting Deputy Director

Regional Howsing Needs Determination Aﬁ
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HH Pop
HHs

pp/hh

1999
Actual

6,637,559
2,397,254

2.77

2006 2006 2006
Trend 1999 rates Average
7,261,931 7,261,931 7,261,938
2,495,473 2,627,997 2,705,615
2.91 2.76 2.68
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2006
90 rate

7,261,931
2,800,397

2.59
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Housing Methodology Committee (HMC)

Meeting - June 29, 2006
10:00a.m — 2:00 p.m.
San Francisco Bay Conservation & Development District
50 California Street, 26t Floor
San Francisco, CA

Meeting Summary
1. Call to Order/Introductions

The meeting began with introductions of member representatives, interested parties, and
ABAG staff. Paul Fassinger, Research Director at the Association of Bay Area
Governments (ABAG) provided an overview of the Meeting Agenda.

2. Projections 2007

As a follow-up to the May HMC Meeting, Mr. Fassinger presented an overview of ABAG
staff recommended Forecasting Assumptions for Projections 2007. Mr. Fassinger explained
that the Assumptions serve as a general guide for forecasting related to Projections and for
regional policies. He indicated that ABAG staff planned to bring refined information on the
agency’s monitoring efforts to its ABAG Executive Board at its September meeting,.

Forecast Parameters were described including the following:

o Changes are needed based in part upon slower than expected employment growth in
region

o Smart Growth policy information is being developed through ABAG’s monitoring
program and needs to be incorporated into assumptions

°  Housing Production estimates will be shifted to assume an increase in multi-family
housing production

o Staff will work with the HMC and the Focusing Our Vision Technical Advisory
Committee to develop information and consider that information in modeling for
Projections 2007 .

Issues raised and/or identified by HMC members and/or non-member attendees included
the following:
- Multiple data requests on the part of various regional agencies (ABAG, MTC, county
CMAs, etc.) should be coordinated
- Jurisdictional Staff need to believe that the data being used is valid and that data
requests will be utilized in a beneficial way as the request are very time-consuming
- Jobs numbers should distinguish between retail jobs and live/work
- HMC should be fully involved in discussion re: Regional Housing Needs Number

The following potential Factors relative to Projections and the Regional Housing Needs
Number were identified by attendees:

- Annexation of County Unincorporated Lands

- Water Supply




- Sphere of Influence and Urban Growth Boundaries must be reconciled relative to
how housing needs numbers are allocated

- Open Space Agreements should be considered

- Geopolitical and Planning boundaries must be consistent with one another and
aligned with the California Department of Housing and Community Development’s
(HCD’s) certification process

3. Data Survey

Paul Fassinger provided an overview of the required survey of local factors. He indicated
that staff proposed that the HMC discuss factors using the draft information and delaying
the survey to better coordinate it with local jurisdiction’s review of Projections 2007 forecast.
Mr. Fassinger also indicated that staff would like the HMC to begin discussing whether some
factors might be more appropriately included in the methodology for the Projections 2007 as
opposed to being part of the RHNA methodology.

ABAG has draft information for the following factors:
o existing and protected jobs housing relationship
o distribution of household growth
°  market demand for housing
° city-county growth management policies
°  high housing cost burdens

Further information was provided relative to Factors that local jurisdictions typically have
superior information for including sewer and water capacity and potential infill development
sites.

Schedule
ABAG staff proposed that surveying begin in August, with the jurisdictional response period
running through the end of September.

Issues raised and/or identified by HMC members and/or non-member attendees included
the following:

- Will HCD recognize local growth control measures?

- Counties are largely not interested in urban uses in unincorporated areas

- Jobs/Housing/Fiscal balance is key for cities

- What weight can be given to open space constraints?

- Staff should provide open space and agricultural land data at next meeting

- What is the limit of growth for the Bay Area?

- How should available land be defined?

- ABAG Staff/HCD should provide definition of housing units that can be counted
for certification purposes

- HCD staff should attend an HMC meeting to answer member’s questions regarding
how the large regional number is arrived at, what qualifies as a housing unit, how
housing element law and policy relates to land use and growth management policy
and laws.



4. Subregional Allocation

Kenneth Moy, ABAG Legal Counsel, provided an overview of the large number of issues
pertaining to Subregional Allocations including information that was provided at the
June 16", 2006 meeting on Subregional Allocations. Issues discussed included the following:

° subregional process and timeline
o relationship of subregions to the larger regional allocation
° potential impacts on the regional allocation if a subregional effort fails

Issues raised and/or identified bv HMC members and/or non-member attendees included
the following:

- The potential benefits and drawbacks for jurisdictions that serve subregions
- Can ABAG request an extension of the 8/31/06 resolution deadline

Next Steps

Staff indicated that they would contact HCD regarding:
- a request for the attendance of an HCD representative at an HMC meeting in the near

future
- a request made by several members of the HMC that the deadline for submitting
resolutions to form subregions (8/31/06) be extended would be forwarded to HCD

The next Housing Methodology Committee meeting is July 27" 2006 from 10a.m.-12 Noon.
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